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Taxation. Real Property Valuation. Change in Ownership 
Official Title and Summary Prepared by the Attorney General 
TAXATION. REAL PROPEHTI: VALUATION. CHANGE IN OWNERSHIP. LEGISLATIVE CONSTITUTIONAL 
AMENDMENT. L'nc~r existing provisions, real property is reappraised for ad valorem tax purposes when a "change 
in ownership" occurs. This measure provides that "change in ownership" does not include the acquisition of real 
property as a replacement for comparable property if the person acquiring the real property has been displaced from 
the property replaced by eminent domain proceedings, by acquisition by a public entity, or governmental action 
resulting in a judgment of inverse condemnation. Applies to property acquired after March 1, 1975, for assessments 
made after date this measure takes effect. Summary of Legislative Analyst's estimate of net state and local government 
fiscal impact: Unknown, but probably significant, loss of property tax revenues, and minor to moderate administrative 
cost increases to local governments. Under existing law, loss of revenue to local school and community college districts 
would be offset by increased state aid, which would increase state costs. State income tax revenues would increase a 
minor amount due to lower property tax deductions. 
FINAL VOTE CAST BY THE LEGISLATURE ON ACA 4 (PROPOSITION 3) 
Assembly-Ayes, 70 Senate-Ayes, 28 
Noes, 0 Noes, 0 
'. 
Analysis by the Legislative Analys! 
Background: 
Article XIII A was added to the California Constitu-
tion by Proposition 13 on June 6, 1978. It provides that 
the value of real property (land and buildings) shall be 
reappraised for property tax purposes when purchased 
from another party, when newly constructed, or when 
a "change in ownership" has occurred. Otherwise, the 
full cash value of the property may not be increased for 
property tax purposes by more than 2 percent per year. 
Article XIII A also specifies that a building shall not 
be deemed to be "newly constructed" if it has been 
reconstructed after being damaged by a disaster, as de-
clared by the Governor. To qualify for this exemption, 
however, the fair market value of the reconstructed 
property must be comparable to the fair market value 
of the property prior to the disaster. If, instead of recon-
structing the damaged building, the property owner 
acquires a replacement property following a disaster, 
the replacement property is subject to reappraisal un-
der the Constitution. 
Current law provides for the acquisition of property 
by governmental agencies through either purchase or 
condemnation (eminent domain). The law requires 
that the property owner be compensated if the owner's 
property is acquired through condemnation. Current 
law also permits a property owner to sue the govern-
ment (in inverse condemnation) for compensation if 
the owner be!.;.e"es that his or her property has been 
"taken" or damaged by governmental action. 
In general, the amount of compensation provided 
property owners displaced by governmental action is 
limited to the fair market value of the property plus 
certain other amounts, including relocation expenses. 
The amount of compensation, however, does not in-
clude any amount for increased property taxes that the 
owner must pay on a replacement property. 
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Proposal: 
This measure affects the "change in ownership" 
provisions of Article XIII A. Specifically, it changes the 
rules governing the reappraisal of replacement proper-
ty for an owner who has been displaced as a result of 
eminent domain, purchase by a public entity, or action 
taken by a government agency which resulted in in-
verse condemnation. Under these circumstances the 
acquisition of replacement property would not be con-
sidered a "change in ownership for property tax reap-
praisal purposes," provided that the replacement prop-
erty is comparable to the property from which the 
person was displaced. "Comparable property" is de-
fined by this measure as property which is similar in 
size, utility, and function to the property from which 
the person was displaced, or which conforms to state 
regulations, defined by the Legislature, concerning the 
relocation of persons displaced by governmental ac-
tions. Comparable property, as defined by this measure, 
need not be of comparable value to the property from 
. which the affected person was displaced. 
This modification of the change in ownership provi-
sions would apply to any property acquired after March 
1,1975, but would require county assessors to revise the 
assessments of affected properties only for property tax 
rolls established on March 1, 1983, and annually thereaf-
ter. 
Fiscal Effect: 
This measure would result in an unknown, but proba-
bly significant, loss of property tax revenues to local 
governments. Cities, counties and special districts 
would have to bear these property tax losses. (Although 
school and community college districts would also lose 
property tax revenue, under existing law these losses 
would be fully offset by increases in state aid.) County 
assessors and tax collectors would probably experience 
minor to moderate administrative costs to revise assess-
ments of properties affected by this measure. 
This amendment would affect state expenditures and 
revenues in two ways. First, the state would incur addi-
tional, but unknown, costs for providing aid to local 
school and community college districts, as noted above. 
Second, state income tax revenues would increase as a 
result of this measure because these property owners 
would have lower pro!,erty tax deductions on their in-
come tax returns. These income tax revenue increases, 
however, would represent only a small fraction of total 
property tax revenue reductions. 
Text of Proposed Law 
This a~endment proposed by Assembly Constitu-
tional Amendment 4 (Statutes of 1982, Resolution 
Chapter 5) expressly amends the Constitution by 
amending a section thereof; therefore, new provisions 
proposed to be added are printed in italic type to indi-
cate that they are new. 
PROPOSED AMENDMENT TO ARTICLE XIII A 
SECTION 2. (a) The full cash value means the 
county assessor's valuation of real property as shown on 
the 1975-76 tax bill under "full cash value" or, thereaf-
ter. the appraised value of real property when pur-
chased, newly constructed, or a change in ownership 
has occurred after the 1975 assessment. All real proper-
ty not already assessed up to the 1975-76 full cash value 
may be reassessed 'to reflect that valuation. For pur-
poses of this section, the term "newly constructed" shall 
not include real property which is reconstructed after 
a disaster, as declared by the Governor, where the fair 
market value of such real property, as reconstructed, is 
comparable to its fair market value prior to the disaster. 
(b) The full cash value base may reflect from year to 
year the inflationary rate not to exceed 2 percent for 
any given year or reduction as shown in the consumer 
price index or comparable data for the area under tax-
ingjurisdiction, or may be reduced to reflect substantial 
damage, destruction or other factors causing a decline 
in value. 
(c) For purposes of subdivision (a), the Legislature 
may provide that the term "newly constructed" shall 
not include the construction or addition of any active 
solar energy system. 
(d) For purposes of this section, the term "change in 
ownership" shall not include the acqui1.ition of real 
property as a replacement for comparable property if 
the person acquiring the real property has been dis-
placed from the property replaced byeminent domain 
proceedings, by acquisition by a puhlic entity, or gov-
ernmental action which has resulted in a judgment of 
inverse condemnation. The real property acquired shall 
be deemed comparable to the property replaced if it is 
similar in size, utility, and function, or if it conforms to 
state regulations defL.1ed by the Legislature governing 
the relocation of persons displaced by governmental 
actions. The provisions of this subdivision shall be ap-
plied to any property acquirPd after March 1, 1975, but 
shall aHect only those asse:;sments of that property 
which occur after the provisions of this subdivision take 
effect. 
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TaxaHon. Real Property Valuation. Change in Ownership 
Argument in Favor of Proposition 3 
Proposition 3 would prevent property tax increases 
for property owners who are forced to relocate to make 
way for a government project. 
Under the current provisions of the California Consti-
tution, all personal and commercial property is assessed 
at a tax rate of 1 percent of the full cash value as shown 
on the 1975-76 tax bill, with an increase not to exceed 
2 percent per annum to allow for inflation. At the point 
of sale, however, the property is assessed at the present 
rate, which may be many times greater than the 1975 
assessment. 
An inequity occurs when a governmental agency 
forces a property owner to reloca~e to make way for a 
pubiic project through eminent domain proceedings C'r 
inverse condemnation. The displaced property owner 
is then faced with the double penalty of a tax increase 
after a government-caused relocation. . 
Proposition 3 would correct this disparity and ensure 
greater tax equity for all Californians. It passed through 
the Legislature with no opposition, and we urge your 
"yes" vote on Proposition 3. 
ROBERT CAMPBELL 
Member of the Assembly, lIth District 
KIRK WEST 
Executive Vice President 
Califomia Taxpayerl' Association 
ED DAVIS 
State Senator, 19th District 
Rebuttal to Argument in Favor of Proposition 3 
Proponents argue that Proposition 3 would ensure 
greater tax equity for all Californians. In fact,it per-
petuates past inequities and creates further inequities. 
Under Proposition 3, when a person displaced by gov-
ernmental action purchases replacement property, the 
replacement property will not be reassessed even if the 
replacement property is far more valuable than the 
previously owned property. Thus, a wealthy individual 
could replace property from which he was displaced 
with property of much higher value with its assessment 
frozen at 1975 levels by Proposition 13,· and receive a 
huge tax break. The average homeowner could not do 
so. Once again we are faced with a proposal that gives 
disproportionate tax breaks to the rich. 
Proposition 3 contains the further inequity of giving 
greater tax breaks for property C1cquired prior to the 
1975 assessment. The date that property was previously 
acquired is totally irrelevant to the extent of the tax 
break a displaced individual should receive, yet Propo-
sition 3 draws this arbitrary distinction. 
Proponents of Proposition 3 imply that voters should 
pass it merely because it passed the Legislature with no 
opposition. This is contrary to the State Constitution, 
which provides that the Constitution can be amended 
only by the voters. The Legislature only has the power 
to propose amendments. Voters are not rubber stamps 
for the Legislature, and I urge all to examine the propo-
sition carefully. A close look reveals inequities that the 
proponents gloss over. These unjust provisions mandate 
the defeat of Proposition 3. Vote no! 
TIMOTHY D. WEINLAND 
Attorney Ilt Law 
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Taxation. Reai Property \T aluation. Change in Ownership 
Argument Against Proposition 3 
Proposition 3 is technically flawed and fundamentally 
unfair. As such, it shouJd be rejected by voters. 
Under Proposition 13, a real property owner's ad 
valorem taxes are limited to 1 percent of the asse~sed 
valuation for the 1975-76 tax bill or the appraised value 
when purchased, newly constructed, or a change in 
ownership has occurred after the 1975 assessment. 
This proposition creates an exception for a change of 
ownership of real property that is a replacement for 
"comparable" property if the person acquiring the real 
property has been displaced by eminent domain pro-
ceedings, acquisition of the property by a public entity, 
or a judgment of inverse condemnation. 
The major technical flaw in Proposition 3 lies in its 
definition of the word "comparable." Real property is 
deemed "comparable" to the property replaced if it is 
"similar in size, utility, and function." Two pieces of 
property can be similar in size, utility, and function 
while at the same time there is a wide disparity in value. 
A beachfront home is worth far more than a home the 
same size somewhere else, to give just one example. 
i'roposition 3's failure to require comparable value 
within a specified range provides for tax breaL; that are 
clearly .not intended. 
Proposition 3 also perpetuates the injustice of Propo-
sition 13, which allows reassessment of property ac-
quired after 1975 but prohibits reassessment of property 
acquired prior to the 1975 assessment. While the provi-
sions do apply to property purchased after March 1, 
1975, they only affect assessments occurring after the 
proposition takes effect. Thus, Proposition 3 gives a 
much greater tax break to persons who acquired prop-
erty prior to March 1, 1975. This is unjust; a person who 
is displaced is just as displaced no matter when the 
property was acquired, 
Proposition 3 is drafted so as to prohibit reassessment 
of replacement property n0 matter how much disparity 
there is in value, so long as it meets the loose definition 
of "comparable." Proposition 3 unfairly gives more tax 
breaks to persons who acquired property prior to 
March 1, 1975. Proposition 3 should be soundly defeated 
by voters. Vote no! 
TIMOTHY D. WEINLAND 
Attomey at Law 
Rebuttal to Argument Against Proposition 3 
Each year thousands of California property owners 
are forced from their homes through government ac-
quisition of their property, which is then used for con-
slP.lction of freeways, redevelopment plans, and other 
public projects. 
The argument of the opponent would leave these 
displaced property owners with no relief from the bur-
den of increased tax assessments. The proponents of 
Proposition 3 think that this is unfair. A resident who is 
forced to move to clear the way for a government 
project should not be faced' with increased financial 
obligations in addition to the upheaval and imposition 
caused by the relocation. 
. The opponent's second point is misleading. Proposi-
tion 3 redefines the term "ch!lnge in ownership" so that 
it excludes property owners who are acquiring replace-
ment property after being displaced by eminent do-
main proceedings. Therefore, any property owner who 
is forced by governmental action to relocate after these 
proviSions take effect will be shielded from the "change 
in ownership" clause in Proposition 13 which triggers 
the property tax reassessment. 
Proposition 3 will provide needed tax relief for resi-
dents whose lives are disrupted to make way for public 
projects, and it will do so without expense to California 
taxpayers. Vote "yes" for greater tax equity in Califor-
nia. 
ROBERT CAMPBELL 
Mf"mber of the Assembly, lith District 
KIRK WEST 
Executive Vice President 
Califomia Taxpayers' Association 
ED DAVIS 
State Senator, 19th District 
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